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Canadian Tire Corporation, Limited 
Home Office moved to 2180 Yonge Street, 
Toronto, in August, 1973, taking occupancy of 
the four floors indicated in colour above and an 
additional floor in a similar, adjoining 
building at 2200 Yonge. 
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FRONT COVER: View of the new Brandon, Manitoba, store—one of 14 


retail facilities built or leased in Western Canada since 1966. 
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Mississauga Distribution Centre (see story on page 20). 


Per cent 

Annual 

193773 19S f2 Change 

“Gross operatingrevenue . . —-$378,587,233 | $309,174,067 22.5% 
Oe icoee SSS. 16,410,204 $ 16,100,108 1.9% 
Per shares si(tt. $ 1.51 $ 1.48 2.0% 
= SE'¢§ 21,126,982 Fe ie ereeae 7.1% 
_fecsac  . . $ 1.94 $ 1.81 7.2% 
“Dividendspaid . =... =. $ 2,943,586 | $ 2408848 17.9% 
—fersae...... 27 cents 23 cents 17.4% 
Shareholders equity $114,466,164 $ 98,481,979 16.2% 
| Pershorc® $ 10.49 $ 9.06 15.9% 
Voge | $ 33,706,903 $ 40,082,535 —15.9% 
ee SS :27,332,316 Fe te tOT 162 51.0% 
_ Number of stores at year-end 283 269 5.2% 
Number of shareholders. 11,764 9,894 18.9% 


*Combined Class A and common-— based on weighted average number of shares 
outstanding during the year. 


99.1% of our 11,764 shareholders reside in Canada and own 99.7% of the total shares outstanding. 


Directors report 


IN 1973, CONSOLIDATED GROSS OPERATING REVENUE 


of the Company and its subsidiaries increased by 22.5% to 
free customer 


em | : $378,587,000. However, as reported previously, net income 
fi Parking ~) after taxes remained relatively constant at $16,410,000 or 
| Main Square $1.51 per share, compared with $16,100,000 or $1.48 per 
share in 1972. 

To conform with revised reporting requirements issued 
by the Accounting Research Committee of The Canadian Insti- 
tute of Chartered Accountants, these amounts now include the 
results of Canadian Tire Acceptance Limited on a consolidated 
basis. The 1972 figures and those contained in the 10-year 
comparative summary have been restated to reflect this meth- 
od of presentation. Also included for 1973 are the results of 
Cantire Products Limited, a company established during the 
year to amalgamate three specialized manufacturing businesses 
which previously operated in conjunction with the Company. 
This consolidation has had no effect on earnings for the year 
and no material effect on the financial position. Also included 
in net income for both years were extraordinary gains on the 
ile sale of property, amounting to $79,000 in 1973 (1 cent per 
ee ae NNO Ay share) and $118,000 in 1972 (1 cent per share). 

The increase in gross operating revenue reflected contin- 
uing strength in sales of Canadian Tire dealers to the public— 
an increase of 21.4% over the previous year—and very strong 
performances by Canadian Tire Acceptance Limited and the 
Company's gasoline marketing division during the latter part 
of 1973. 

Earnings were adversely affected in 1973 by a number of 
unusual and significant factors. Costs associated with setting- 
up and phasing-in of the Company's new, highly-automated 
distribution centre and moving of the Home Office, and those 
expenses related to the dramatically increased capital expendi- 
tures program, all contributed to an increase in operating costs 
as a percentage of revenues. 

The Company's policy is to expense, rather than capital- 
ize, its internal development costs, realty taxes and interest 
incurred on construction in progress and land held for develop- 
ment. Stores involving a capital investment of some $10 million 
were opened at various times during 1973, with the value at 
year-end of undeveloped properties and stores under construc- 
tion approximating $15 million. In addition, the Company's 
policy is to charge a full year’s depreciation at the maximum 
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rates allowable for tax purposes on all retail stores opened 
during the year and on construction in progress at year-end— 
such depreciation on new and non-productive assets amounting 
to $730,000 in 1973. As a result of these policies, the increase 
in capital expenditures—from $18 million in 1972 to $27 mil- 
lion in 1973—resulted in substantially increased expenses. 


DURING 1973, PRICES PAID to merchandise suppliers in- 
creased sharply. In more normal periods, the Company has 
been able to obtain price guarantees from most suppliers for 
the duration of the catalogue which we distribute to the public. 
Increasingly, during the latter part of 1973, this price protec- 
tion was no longer available. Although the right has always 
been reserved to alter selling prices at any time, the Company 


J.D. Muncaster, President, and Alex E. Barron, Chairman of the Board. 
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has been most reluctant to do so between catalogue issues and, 
consequently, suffered a decrease in achieved gross margin of 
almost 1% of revenues in 1973. With intense merchandise cost 
pressures continuing to be experienced in 1974, this pricing 
policy has been re-examined with the result that during the 
current highly-inflationary period, cost increases will generally 
be passed through as incurred. 

Because of the reduced gross margin, increased operating 
costs occasioned by the non-recurring events outlined previous- 
ly and an effective tax rate of 50.5% in 1973 (compared with 
48.0% in 1972), earnings per share before gain on sale of prop- 
erty were held to $1.50 in 1973 ($1.47 in 1972), despite strong 
earnings performances from the Company’s subsidiaries and its 
gasoline marketing division. 


FOR THREE MONTHS now, the Company’s new Mississauga 
Distribution Centre has been operating under the control of 
its integrated computer systems, has been on schedule and 
has achieved its operating objectives in terms of output and 
costs. This 11 million cubic-foot facility was designed to in- 
crease aggregate distribution capacity by approximately 40% 
—thus providing for the Company's anticipated growth re- 
quirements during 1974 and 1975. 

In view of the now demonstrated superiority of these 
new merchandise-handling concepts (described in greater de- 
tail on pages 20 & 21 of this Report), the Company has 
decided to take further advantage of this distribution break- 
through by commencing construction of the next module, 
utilizing the technology perfected during 1973. This addition, 
to be completed in late 1975 at an anticipated capital cost of 
some $12 million, will provide for our growth requirements 
in the years 1976 and 1977. With completion of this next 
phase, approximately 60% of the Gompany’s distribution 
capacity will consist of highly-automated, low labour cost, 
computer-controlled facilities. 


CAPITAL EXPENDITURES DURING 1973 amounted to 
$27.3 million. Of this, some $19.5 million was invested in 
land acquisition and store construction to provide expanded 
retail capacity, and $5.0 million in additional distribution 
capacity, including both the completion of the Mississauga 
Distribution Centre and improvements to the Sheppard Ave- 
nue facility. The remaining $2.8 million was represented by 
additional gasoline marketing facilities, further additions to 
our transportation fleet, and leasehold improvements and 
equipment in connection with the relocation of the Com- 
pany’s Home Office. 

To fund these capital expenditures and those contem- 
plated for 1974 and 1975, the Company has arranged for the 
sale at par of $30 million principal amount of 9%% Sinking 
Fund Debentures, Series B, for estimated net proceeds of 
$29,775,000. As a result, the Company's working capital 
position will be improved and bank borrowings will be limited 
to those required to finance peak seasonal needs for inven- 
tories and receivables. 

1973 was another year of rapid expansion for Canadian 
Tire Acceptance Limited. Gross operating revenue increased 
by 54.0% to $5.1 million. Despite the costs associated with 
such rapid growth, sharply higher interest expenses and an 


On behalf of the Board, 
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effective income tax rate of 51.4% (48.0% in 1972), net in- 
come for the year increased by 34.6% to $351,000. 

Early in 1974 on an experimental basis, the Company 
decided to open in a joint venture with The Larkin Lumber 
Company Limited—a subsidiary of Canadian Corporate Man- 
agement Company Limited and operators of Cashway lumber 
outlets—two lumber and building supply operations adjacent to 
Canadian Tire Associate Stores. While the immediate perform- 
ance of these outlets will not materially affect the earnings of 
the Company, the longer- range potential in serving the growing 
home-improvement market effectively is substantial. 


PROFIT-SHARING AWARDS and the Company's contribu- 
tion to the employee share purchase plan amounted to $2.1 
million for 1973. This increase of some $600,000 occurred 
despite a reduction in the profit-sharing award relative to the 
employee’s earnings, largely because of increased employee 
participation in the share purchase plan and increased numbers 
of employees, including those of Cantire Products Limited for 
the first time. The attitude of participation and involvement 
fostered by this profit-sharing and share ownership philosophy 
remains one of the Company’s most valuable assets. 

Without the dedication and commitment of our em- 
ployee shareholders and our associate dealers, the difficulties 
and dislocations experienced during the year might well have 
resulted in a slowing of the Company's momentum. Instead, 
it is anticipated that 1973 will come to be viewed as a period 
in which revenue growth targets were achieved but in which 
profitability was only temporarily restrained. 


ALTHOUGH HIGH LEVELS of inflation may result in some 
reallocation of consumer spending, we are convinced that this 
process is unlikely to adversely affect the demand for Canadian 
Tire products. Rather, with high levels of disposable income, 
increased capacity (both in terms of distribution and retailing 
facilities) and a high level of optimism in our dealer organiza- 
tion, we expect sales growth again to exceed 20% in 1974. For 
January and February, dealer sales to the public increased by 
22.4% over 1973. The real challenges of 1974 will be those of 
obtaining adequate supplies, at reasonable prices, of the many 
products which are in short supply and of dealing with the 
impact of severe inflation, both in terms of merchandise prices 
and operating costs. We believe that Canadian Tire is prepared 
to cope effectively with these challenges 


Dated April 10, 1974. 


President and Chief Executive Officer 
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CANADIAN TIRE CORPORATION LimitrenD 


Consolidated Statement of 
Income and Retained Earnings 


for the Year Ended December 31, 1973 
(with 1972 figures for comparison) 


GROSS OPERATING REVENUE 


OPERATING EXPENSES: 


Cost of merchandise sold and all expenses 
except for the undernoted items 


Depreciation and amortization . . . . 


Employee deferred profit sharing and share purchase plans 


Interest on long-term debt 


Total operating expenses 


Interest income [ Note 7 | 
Income before income taxes . 
Provision for income taxes 
Income from operations 


Extraordinary gain on sale of property 
NET INCOME (FOR THE YEAR 


RETAINED EARNINGS AT BEGINNING OF THE YEAR 


DEDUGT: 
Dividends paid: 
Class A shares . 
Common shares 


RETAINED EARNINGS AT END OF THE YEAR 


Earnings per share before extraordinary gain 
Earnings per share relating to gain on sale of property . 


EARNINGS PER SHARE [ Note 8 | 


The accompanying notes, on pages 10 & 11, are an integral part of these financial statements. 
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$370,001,238 


338,/35,4011 
4,514,058 
2,088,635 
1,416,968 


346,755,062 
S83 204 


L1e8e,t22 


35,020,208 


16,688,911 


163315332 


78,822 


16,410,204 


72,908 477 


89,318,681 


2,012,086 
931,500 
2,943,586 


$86,376,095 


$ 1:50 
0.01 


$ as 
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$309,174,067 


273,826)065 
~ 3,308,044 
1,482,671 
1,386,549 


280,048,226 
29,125,841 


1,619,882 


30,745,723 
14,763,389 


15,982,334 


117,774 


16,100,108 


69) 307,257 


PO AOTZS2a 


1,705,348 
793,000 


2,498,848 


$ 72,908,477 


$ 1.47 
0.01 
$ 1.48 


CANADIAN TIRE CORPORATION LIMITED 


Consolidated Statement 
of Source and Application of Funds 


for the Year ended December 31, 1973 
(with 1972 figures for comparison) 


FUNDS PROVIDED: 


Income from operations 
Depreciation and amortization 


Amortization of debenture discount and issue expense . 


Deferred income tax charge . 


Total funds provided from operations . 


Issue of Class A shares . : 

Decrease in mortgages receivable 

Increase in mortgages payable tReet eae 
Decrease in long-term portion of income debentures 
Disposals of property and equipment . 


Total funds provided 


FUNDS APPLIED: 


Additions to property and equipment: 
Land . rae as 
BUNGIROS Sires Gar a: 
Fixtures and equipment 
Automotive equipment 
Leasehold improvements 


Increase in long-term portion of income debentures . 
Increase in mortgages receivable 
Dividends paid: 

Class A shares . 

Common shares 


Total funds applied . 


INCREASE (DECREASE) IN WORKING CAPITAL FOR THE YEAR 
Working capital at beginning of the year . 


WORKING CAPITAL AT END OF THE YEAR 


The accompanying notes, on pages 10 & 11, are an integral part of these financial statements. 


WEIR: 


$16,331,382 
4,514,058 
21,245 
181,475 


21,048,160 
ZiO11, 007 


405,049 


388,270 
24,359,046 


5,569,347 
16,284,863 
3,858,574 
993,389 
626,143 


277332;3\6 


CH IONS Se) 
142,783 


2,012,086 
931,500 


30,734,678 


(6,375,632) 
40,082,535 


$33,706,903 


Te 


$15,982,334 
3,353,941 
21,245 
147,349 


19,504,869 


1,106,772 
ASU DANS 
191,698 

5,292,035 
365,942 


ZA NS, O32, 


4,312,248 
1O168;5351 
279911900 
926,905 
306,302 


TSO N62 


1,705,348 
793,500 


20,600,010 


AT 13,922 
$0,969,013 


$40,082,535 


CANADIAN TIRE CORPORATION LimitrenD 


Consolidated Balance Sheet 


ASSERTS 19753: fe at 
CURRENT ASSETS: 
Cash and bank deposit receipts . $ 7FON;625 G+ BY DZOKS 
Short-term notes eee = FAQS ee 
Accounts and loans receivable 37,243,061 30,247 268 
Merchandise inventories [ Note 2 ] 51,479,901 439 642,789 
Income debentures of Canadian Tire dealers 
—amounts due within one year . 1,020,993 1,054,719 
90,535,780 84,892,174 
Acceptance company: 
Charge account receivables 22,867,160 13,522026 
Other 99,553 25,810 
Total current assets . ~ 113,502,493 98 440,012 
INVESTMENTS: 
Income debentures of Canadian Tire dealers 
—less amounts due within one year — at cost 3,714,819 3,398 826 
PROPERTY AND EQUIPMENT — at cost [ Note 3 |: 
Land . ; os 25,907,728 20,462,695 
SiUitotintes 5 Ue oe 71,945,295 55,702,454 
Fixtures and equipment 12,910,597 9,007,474 
Automotive equipment SSAOSSS 2 AO2-S271 
Leasehold improvements ZOO BLS 1,562,359 
TG; 1557526 SOM SH 50S 
Less accumulated depreciation and amortization 25, OS Or 19,244 160 
Net property and equipment . 92,402,153 69,893,343 
OTHER ASSETS: 
Mortgages receivable 292,651 149 868 
Deferred income tax charge Sere Rake Ot 340,828 522 303 
Debenture discount and issue expense — less accumulated 
amortization of $54,883 [ Note 4 | 370,009 391,254 
Total other assets 1,003,488 1,063,425 


TOTAL 


$210,622,953 


$172,795,606 


The accompanying notes, on pages 10 & 11, are an integral part of these financial statements. 


Incorporated under the Laws of the Province of Ontario 
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CANADIAN 
TIRE 


;at December 31, 1973 (with 1972 figures for comparison) 


BABIEITLES AND SHAREHOLDERS* EQUITY 


CURRENT LIABILITIES: 


Accounts payable vy eaee 
Accrued liabilities and coupons Seeing 
Income taxes payable 

Short-term promissory notes 

Loans payable to directors and Gees 
Mortgages payable — amounts due within one year 


Acceptance company: 


Bank indebtedness . . » 
Short-term promissory notes 
Accounts payable 


Total current liabilities . 


LONG-TERM DEBT [ Note 4 ]: 


Mortgages payable — less amounts due within one year . 


8%4% Sinking Fund Debentures, Series A 
Total long-term debt 


SHAREHOLDERS’ EQUITY: 
Capital stock [ Notes S-and 6 ] : 
Authorized: 


15,000,000 Class A non-voting shares without par value 


3,450,300 common shares without par value 


Issued and fully paid: 


7,462,202 Class A shares (1972 — 7,420,688 shares) 


3,450,000 common shares 


Retained earnings 


Total shareholders’ equity . 


TORALS: 


Approved by the Board: J.D. Muncaster, Director; A. E. Barron, Director. 


LOTS 


$ 31,609,471 
22,626,974 
2,183,809 
2,228,500 
VAiG97892 
330,986 


60,139,632 


1,019,000 
15,280,000 
3,356,958 
79,795,590 


1,361,199 
15,000,000 


16,361,199 


27,198,881 
892,188 


28,091,069 


66,570,095 


114,466,164 
$210,622,953 


Bo 72 
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19,875,070 
2,210,494 


1,033 ;0710 
305,516 


46,779,411 


766,365 
9,600,000 
2 A ed 


58,357,477 


956,150 
15,000,000 


15,956,150 


24,681,314 

892,188 
29,573,502 
72,908,477 
98,481,979 


$172,795,606 
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1 Principles of Consolidation 


The accompanying financial statements include 
the accounts of Canadian Tire Corporation, Limited and 
its wholly-owned subsidiaries, Canadian Tire Acceptance 
Limited and Cantire Products Limited. 

Canadian Tire Acceptance Limited was not consolidated 
in the financial statements in prior years but was accounted 
for on the equity method, under which the company’s 
equity in the net earnings of this subsidiary was included in 
the statement of income and retained earnings. The 
subsidiary has been consolidated in 1973 to conform with 
revised reporting requirements issued by the Accounting 
Research Committee of The Canadian Institute of Chartered 
Accountants. These requirements became effective in 1973. 
The 1972 figures have been restated to reflect this 
method of presentation. 


Cantire Products Limited was established in 1973 
to amalgamate three specialized manufacturing businesses 
which previously operated in conjunction with Canadian 
Tire Corporation, Limited. The consolidation of Cantire 
Products Limited in the financial statements for 1973 has 
had no effect on earnings for the year and no material 
effect on the financial position. 


2 Inventories 


Merchandise inventories have been valued at the lower 
of cost or estimated net realizable value less normal profit 
margin. 


3 Property and Equipment 


It is the companies’ policy to provide for depreciation 
under the declining-balance method at various annual rates 
(buildings—5% and 10%, fixtures and equipment—20%, 
and automotive equipment—30%) and to provide for 
amortization of leasehold improvements on a straight-line 
basis over the terms of the respective leases. As in previous 
years, a full year’s depreciation is provided on all 
retail stores opened during the year and on construction in 
progress at the year end. Internal development costs, 
interest and realty taxes pertaining to construction in 
progress and land held for development are expensed as 
incurred. 


As at December 31, 1973, the company had commit- 
ments for acquisition of properties and expansion of retail 
store facilities amounting to $11,668,000. Subsequently, 
the company commenced the construction of additional 
warehouse facilities to be completed in 1975 at an estimated 
cost of $11,850,000. 
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4 Long-term Debt 


Mortgages Payable: Mortgages have been assumed on the 
acquisition of thirteen properties. These mortgages mature 
at various times between 1974 and 1987, and bear interest 
at various rates up to 9%. 

Sinking Fund Debentures: The 842% Sinking Fund 
Debentures, Series A (unsecured) mature on June 1, 1991, 
and are redeemable, in whole or in part, at a premium of 8% 
to January 14, 1974, decreasing 2% annually thereafter. 
Under the Trust Indenture, a sinking fund must be provided 
to redeem $500,000 of Series A Debentures at par in each 
of the years 1977 to 1991 inclusive. The Trust Indenture 
imposes certain restrictions on the,company. To December 
31,1973, all of the conditions of the Trust Indenture have 
been met. 

The debenture discount and issue expense is being 
amortized on a straight-line basis over the term of the 
debentures. 


5 Capital Stock 


Issue of Class A shares: During 1973, the company 
issued 41,514 Class A shares for cash in the total amount of 
$2,517,567. All of these shares were issued to, or for the 
benefit of, the employees and officers of the company, the 
employees of the subsidiaries, and the employees of 
authorized dealers. 

Conditions of Class A shares: The conditions attached 
to the Class A shares prohibit the issue of Class A shares 
unless either: 

(a) such shares are being issued to, or for the benefit 

of, employees of the company, or employees of any 

subsidiary, or authorized dealers, or the employees of 

authorized dealers, pursuant to a scheme or plan in 
existence at such time, or 

(6) the authorization of the holders of Class A shares shall 
first have been obtained. 


The holders of Class A shares are entitled to receive a 
preferential cumulative dividend at the rate of 4 cents per 
share per annum and, after payment of a dividend on each 
of the common shares at a similar rate, are entitled to 
participate, pro rata, in further dividends declared and paid 
in each year. 

Share options: Under the share option arrangement (see 
Note 6), certain senior officers, engaged directly in the 
management of the company, have been granted options to | 
purchase Class A shares of the company. The options are 
exercisable at any time during a ten-year period from the 
date granted as follows: 


| 


| 
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3 : Number 

Date Granted Expiry Date Price OF shares 
February 27, 1970 February 28, 1980 $20.287 17,259 
February 26, 1971 February 26, 1981 24.975 25,695 
February 29, 1972 February 28, 1982 S51825 23,677 
February 28, 1973 February 28, 1983 54,900 17,656 
February 28, 1974 February 28, 1984 40.950 20,050 


6 Remuneration (Directors and Senior Officers) 


The aggregate direct remuneration paid, or payable, by 
the company to the directors and senior officers of the com- 
pany, as a group, during the fiscal year ended December 31, 
1973 was $350,900 (1972 — $343,753). In addition, with 
respect to the fiscal year ended December 31, 1973, pursuant 
to a share purchase arrangement and a share option arrange- 
ment authorized by resolution of the directors, the company: 


(a) paid to certain senior officers, engaged directly in the 
management of the company, amounts calculated by 
reference to the earnings of the company for such fiscal 
year which, after provision for personal income tax, 
provided sums sufficient in the aggregate to pay the sub- 
scription price ($222,586) of 4,892 Class A shares of the 
company required by this arrangement to be subscribed 
for by such senior officers, at the market value thereof 
as at February 28, 1974, namely $45.50 per share, and 

(b) granted to certain senior officers, engaged directly in the 
management of the company, options to purchase 20,050 
Class A shares of the company at a price of $40.95 per 
‘share, being 90% of the market value thereof as at 
February 28, 1974, such options to be exercisable at any 
time up to February 28, 1984, at which time they expire. 
It is presently proposed that the share purchase 

arrangement and share option arrangement will be 

continued in the future, and may be extended to certain 
other senior officers of the company from time to time, 
engaged or to be engaged, directly in the management of 
the company. Also with respect to the fiscal year ended 

December 31, 1973, the company paid to the Trustees 

of the Canadian Tire Deferred Profit Sharing Plan for the 

benefit of senior officers, amounts determined on the 

same basis as for other employees of the company. 


7 Interest Income 
Interest income is comprised of the following: 


1973 poe 
Income debentures . $212,744 $ 368,996 
Short-term investments 
and bank deposit receipts . 186,447 805,739 
OUNE 3 <2 eae 788,931 445,147 
$1,188,122 $1,619,882 


Interest earned on charge account receivables of 
Canadian Tire Acceptance Limited is included in gross 
operating revenue in the consolidated statement of income 
and retained earnings. 


8 Earnings Per Share 


The earnings per share figures are calculated using the 
weighted average number of shares outstanding during the 
year. The exercise of the share options referred to in Note 5 
would have no material effect on the reported earnings 
per share. 


9 Leases 

As at December 31, 1973, the companies are committed 
to minimum annual rentals (exclusive of taxes, insurance, 
and other occupancy charges) of properties under 39 leases 
with termination dates between 1974 and 2006. The 
minimum annual payments required in each of the next 
five years are as follows: 


Year— 1974 Minimum Annual Rentals— $1,857,000 
1975 1,838,000 
1976 1,808,000 
1977 1,794,000 
1978 1,624 000 


10 Subsequent Event 


Pursuant to an agency agreement dated March 12, 
1974, the company has arranged for the sale, at par, of 
$30,000,000 principal amount of 94% Sinking Fund Deben- 
tures, Series B, for estimated net proceeds of $29,775,000. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of 
Canadian Tire Corporation Limited as at December 31, 
1973 and the consolidated statements of income and retain- 
ed earnings and source and application of funds for the year 
then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered 
necessary in the circumstances. 

/n our opinion these consolidated financial statements 
present fairly the financial position of the companies as at 
December 31, 1973 and the results of their operations and 
the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year, as restated to consolidate the accounts of 
Canadian Tire Acceptance Limited (Note 1). 


Deloitte, Haskins & Sells 
Chartered Accountants 


Toronto, Canada 
March 15, 1974 
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Canadian Tire Acceptance Limited was not consolidated in the financial statements in prior years but was accounted & 
for on the equity method. The subsidiary has been consolidated in 1973 to conform with revised reporting CANADIAN _- 
requirements issued by the Accounting Research Committee of The Canadian Institute of Chartered Accountants. TIRE = eC Q ( 
The figures for the years 1964 to 1972 inclusive have been restated to reflect this method of presentation. 
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INCOME STATISTICS 
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20:3% 


30,745 
9.9% 
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15,982 
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16,100 
. 1.47 
1.48 
3,354 


19,623 
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246,758 
16.2% 


25,5345 
10.3% 


12.818 


12,744 
26.4% 


12,955 
1.18 
1.20 

2,623 


15,461 
1.43 


Gross Operating revenUicet =...) Nem erie $ 378,587 
Pericentannudl CHANGE’ ma) Una eens ee ee 22.5% 
Income betOne taxese==. ce aes ae eee mn $7 33/020 
Per cent of gross operating revenue... ... . 8.7% 
IREORIS: taxesee sx cldes «yess ete cement cere $ 16,689 
Net income before extraordinary gain... . $516,338" 
Pen cenimannual change =) 0 ee ee | 2.2% fe 
Net income including extraordinary gain So 1041.0) 
Earnings per share before extraordinary gain* $ iO) 
Earnings per share including extraordinary gain* $ icy 
ProvistOm TOrsdepneclatiOnies cas. nnetane mane $ _ 4,514 
Cash flow Caplan? 
Per share* . $ 1.94 
Dividends paid. $ 2,944 


2,499 


2,166 


BALANCE SHEET STATISTICS 


Mele eielemectoikiclby ee Ge ee Go 30./0y 
Capital expenditures: a. see een Se AT ey 
Rixed=assets— net. .-y5 eee een eae $ 92,402 
Shareholders’ <equiity sss sc eee: aun eee eee $ 114,466 
Pershdre:- $55. VA. ee ees Re ee $ 10.49 
Per cent return on shareholders’ equity . . . . .. 14.3% 


40,083 
131011 
69,893 


98,482 
9.06 


16.3% 


OT-ELESR GS PEATEs PGS 


Number of shareholders =i LaSs: Aaa ee 10,250 

=? Commonie © 1,514 
Numberof- Associate.Stores “5 — 4-2) 0 eee 283 
Number of -gasolinesstations 2 =, = . ay =aname BZ 


1 
* Based on the weighted average number of shares outstanding during the year and adjusted for a 5-for-1 split of July 12, 1966 
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| (except per share figures) 


| 212,405 180,684 143,887 (hereler 97,716 Sle 2S3 72,066 
| 17.6% 25.6% 24.7% 18.0% 20.3% 12.7% —1.7% 
mee 1,1 72 16,349 12,687 TOlO 17 7,542 5,869 WAOS 
ee 1 0.0% 9.0% 8.8% 8.7% UAE 7.2% 7 2% 
( 
11,114 8,615 6,679 See) 3,891 CHORS 2,660 
10,058 7,134 6,008 4,923 5/000 2,034 2,498 
30.0% 28.1% 220% 34.7% 29.0% 13.5% 11.8% 
| 10,448 7 OZ 6,008 4,926 3,681 2,891 2,014 
| 95 75 60 50 38 29 26 
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1,928 biel Ae] 899 761 584 497 452 


14,911 11,163 12,867 ome 6,186 7,580 6,365 
12,608 10,064 6,946 4,663 3,955 1,715 1,129 
| 47,742 37,506 29,602 24,011 20,458 17,387 16,523 
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) 14.6% 14.8% 13.2% 14.4% 12.8% 11.6% We 
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})"d a 3-for-1 split of May 13, 1970. 
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CIA NA DIPAN” oF) RCE: ACG Coby Pola NY GE ele ee 


Statement of Income 


and Retained Earnings 


for the Year ended December 31, 1973 
(with 1972 figures for comparison) 


ESTs 1972 
GROSS OPERATING REVENUE [Note4] ....... . J. | $5,092,488 $3,304,534 | 
| 
Operating expenses: | 
haterest Oni DOGOWeC TUNGS! 2) nc se eas co) oper ee 926,729 409,907 al 
Provision.tOr CreditslOSS@Sic cee ceo ae 781,109 {52834 | 
Other st ac eb ke OO age BA ae ae 2,662,425 1,640,047 
Jotal-operating, expenses) ea eee nee 4370 ,263 2,802 845 
pa ES lets oe 
lncome. before inceme taxes co%.. Sy ecm ue) ene eee 22229 501,689 | 
Provision for dnCOme taxes) S00 00g ete Sinise 241,032 | 
NET INGOME*FOR THEY EAR: 22a 0. ee eee oe 351,051 260,657 
Retained earnings at beginning of the year. . . . .......~. 755,482 494,825 | 
RETAINED EARNINGS*AT END‘ ORD EVERY. EAR eugene $1,106,533 $ 755,482 | 


The accompanying notes, on page 15, are an integral part of these financial statements. 


CANADIAN TIRE Auditors’ Report to the Shareholders 
ACGCE RIAN GE 

ee We have examined the balance sheet of Canadian Tire 
Acceptance Limited as at December 31, 1973 and the state- 
BOARD OF DIRECTORS ments of income and retained earnings and source and appli- 
A. E. BARRON cation of funds for the year then ended. Our examination 
R. J. HOBBS included a general review of the accounting procedures and 
R. LAW such tests of accounting records and other supporting evi- 

: 4 Nee Ml dence as we considered necessary in the circumstances. 


In our opinion these financial statements present 
fairly the financial position of the company as at December 
31, 1973 and the results of its operations and the source 
B. R. WILSON, President and application of its funds for the year then ended, in 
J. D. MUNCASTER, Vice-President accordance with generally accepted accounting principles 


it pote pee oer el applied on a basis consistent with that of the preceding year. 


F. Y. SASAKI, Treasurer 


OFFICERS 


Toronto, Canada Deloitte, Haskins & Sells 
March 15, 1974 Chartered Accountants 
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Cenc Dor AN: YT RoE 


FUNDS PROVIDED: 


Net income for the year 
Depreciation and amortization 


Funds provided from operations 
Issue of preference shares. . . . .. 
Total funds provided 


FUNDS APPLIED: 


Additions to: 
Office furniture and equipment . 
Leasehold improvements 
Motor vehicle . 


Total funds applied . 


INCREASE IN WORKING CAPITAL FOR THE YEAR 
Working capital at beginning of the year . 


WORKING CAPITAL AT END OF THE YEAR 


Re OrG re sie Gere? ShalhaVMeloy Esp 
Statement of Source 
and Application of Funds 
for the Year ended December 31, 1973 
(with 1972 figures for comparison) 
1D" 755 1 Ory 2 
$ 351,051 $ 260,657 
60,017 44 869 
411,068 505,526 
1,000,000 = 
1,411,068 306,526 
80,666 AT 3/9 
16,162 60,691 
— 3,689 
96,828 111,759 
1,314,240 193,767 
1,898,473 1,704,706 
So212713 $1,898,473 


The notes below are an integral part of these financial statements. 


notes to the financial statements 


1 Depreciation and Amortization Policy 


It is the company’s policy to provide for depreciation under 
the declining-balance method at annual rates of 20% for office 
furniture and equipment and 30% for the motor vehicle and 
to provide for amortization of leasehold improvements on a 
straight-line basis over a period of five years. 


2 Short-term Promissory Notes and Bank Indebtedness 


The short-term promissory notes of the company are uncon- 
ditionally guaranteed by its parent company, Canadian Tire 
Corporation, Limited. The parent company has available bank 
standby credit to cover any obligation which may arise under 
its guarantee of authorized notes outstanding from time to 
time. In addition, the parent company has guaranteed the bank 
indebtedness amounting to $1,019,000. 


3 Capital Stock 


Under Articles of Amendment, dated October 24, 1973, 
the company increased its authorized 5% non-cumulative pre- 
ference shares from 200,000 of a par value of $10 each to 
500,000 of a par value of $10 each. During the year, the com- 


15 


pany also issued for cash to its parent company, Canadian Tire 
Corporation, Limited, 100,000 preference shares at the price 
of $10 per share. 


4 Revenue 

Discounts on charge account receivables purchased from 
dealers are taken into revenue at the time the receivables are 
purchased. Customer accounts are maintained ona cycle-billing 
basis, and service charges are accrued each month on balances 
outstanding at the close of each cycle. 


5 Lease 

The company has a maximum commitment of $36,000 per 
annum (exclusive of taxes, insurance, and other occupancy 
charges) for the rental of office space under a lease which ter- 
minates April 30, 1976 with option to renew for a further 
three years. 


6 Remuneration (Directors and Senior Officers) 


The total remuneration of directors and senior officers, 
as defined in The Business Corporations Act, Ontario, was 
$154,969 in 1973 (1972 — $118,075). 


CANA, DIWAN  “QIORSE = Crea ae Ngee 


Incorporated under the Laws of the Province of Ontario 


Lb Met a 


Balance Sheet as at December 31, 1973 (with 7972 figures for comparison) 


ASSETS 


CURRENT ASSETS: 


Cash . ele 
Accounts receivable . 


Charge account receivables (less allowance for credit losses, 


1973 — $570,024; 1972 — $534,639) 
Prepaid expenses . 


Total current assets . 


FIXED ASSETS — at cost: 


Office furniture and equipment . 
Leasehold improvements 
Motor vehicle . 


Less accumulated depreciation and amortization [| Note 1 | 
Net fixed assets 


TOTAL - 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 


Bank indebtedness [ Note 2 | 

Accounts payable aes 

Income taxes payable . . . .. . . 
Short-term promissory notes [ Note2 ] . 
Due to parent company 


Total current liabilities . 


SHAREHOLDERS’ EQUITY: 
Capital stock [ Note 3 |: 
Authorized: 


500,000 5% non-cumulative, preference shares of a par 
value of $10 each, redeemable at amount paid thereon 


200,000 common shares of no par value 

Issued and fully paid: 
220,000 preference shares (1972 — 120,000) . 
100,000 common shares 


Retained earnings a ty bee yo 
Total shareholders’ equity . 


TOTAL . 


SR IETL 8) 


$ 140 
6,972 


22,867,160 
92,441 


22,966,/ 13 


229,705 
137,020 
3,689 
370,414 


176,594 


193,820 
$23,160,533 


$ 1,019,000 
3,234,053 
122,905 
15,280,000 
98,042 
19,754,000 


2,200,000 

100,000 
2,300,000 
1, 106,533 
3,406,533 


$23,160,533 


Approved by the Board: B. R. Wilson, Director; J.D. Muncaster, Director. 


The accompanying notes, on page 15, are an integral part of these financial statements. 
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$ 140 
Gy ke 


13,522)026 
177958. 


13,547,838 


149,039 
10,858 
3,689 


273,586 
VG ars 


To OOS 
$13,704,847 


$ 766,365 
1,167,484 
44,217 
9,600,000 
14,209 


11,649,365 


1,200,000 
100,000 


1,300,000 - 
755,482 


2,055,482 


$13,704,847 


Earnings re-invested in physical expansion were reflected 

in every sector of Canadian Tire as the year 1973 ended. 
Our retail, distribution and long-distance hauling operations 
experienced dramatic growth as capital expenditures were 
translated into new, enlarged or improved facilities. Funds 
applied in 1973, to increase our overall marketing capacity, 
amounted to $19.5 million for store construction and 

land acquisition; $5 million for distribution expansion (see 
page 20); $1 million for additions to our truck fleet, and 
approximately $800,000 for relocating our administrative 
operations at 2180 Yonge Street from the 837 Yonge address 
of the past 36 years. The larger, more efficient Home Office 
facilities have built-in options to acquire additional space 

in future for our growing administrative workload. 

Our continuing retail expansion program—24 new stores 

in all were built or leased by year-end—was again directed 
at both developing new markets and replacing, expanding 

or modifying existing retail premises in localities where 
consumer preference for our products and services has been 


built in 


St. John’s (Newfoundland) store is the largest of 10 replacement facilities 1973. 


Lachine (P.Q.) store and Toronto-Danforth Ave. store, shown on page 2, were built in new market areas. 


14 new locations added 
within year, increasing 
store total to 283 


demonstrated. Of the new stores opened, 14 are in markets 
new to Canadian Tire, while 10 replaced existing buildings 
to provide larger, more modern facilities for the market. 

Canadian Tire stores built, or leased, in new markets 
during the year include Amherstburg, Bells Corners, Deep 
River, Kitchener East, Stouffville and Toronto (Danforth 
Avenue) in Ontario; Montmagny, P.Q. and three outlets in 
suburban Montreal (Beaconsfield, L’Acadie and Lachine); 
Brandon, Manitoba; and Estevan, Regina and Yorkton in 
Saskatchewan. 

The 10 stores which were relocated in ‘‘replacement”’ 
facilities are Bancroft, Kincardine, New Liskeard, Norwich, 
Prescott, Trenton and Woodstock, Ontario; St-Hyacinthe, 
Quebec; St. John’s, Newfoundland, and Truro, Nova Scotia. 

An additional 17 projects were sufficiently advanced 
for opening by mid-year of 1974. In general, store ‘‘image”’ 
has been improved with subtle changes in decor, fixturing 
and lighting. Exteriors of smaller, older stores have been up- 
graded with new signage. 

Canadian Tire’s well-established reputation as a‘’stand 
alone” retailer, combined with more recent successes as traf- 
fic-builders in shopping centre locations, has strengthened 
Our negotiating position when leasing the latter premises. 
Five new store facilities—four in Quebec and one in Ontario 
—were located in shopping plazas in 1973. 

Major additions or renovations were completed on 13 
stores during the year. The largest of these projects—in Ville 
La Salle—tripled the size of the Canadian Tire store on the 
existing site. Originally built in 1967, the suburban Montreal 
location exemplifies the company’s ‘‘expansion allowance” 
and land-banking policy when a property is first developed. 
Several recent innovations further this forward-looking prac- 
tice of economical land usage at the outset of construction. 

The present trend to more compact, two-storey retail 
facilities provides for more efficient utilisation of land, par- 
ticularly in major market areas where property values are 
extremely high. Current building designs allow for later 


Canadian Tire’s 
market area at 
year-end 
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expansion at relatively low cost. Storage and receiving areas 
in all of our new store buildings have increased in propor- 
tionate size so as to accommodate either vertical or lateral 
extensions to the original structure when the need arises. 
The implementation of an electronic ordering system 
in all Associate Stores, a project begun early in 1973, was 
completed by year-end. Our dealers can now transmit their 
merchandise orders directly to Home Office’s central com- 
puter system in Toronto via telephone line, connected to 
an electronic apparatus similar to a cassette tape recorder. 
Whereas the previous ordering procedure—sending marked 
cards by mail—took several days, the present method is 
completed in seconds. Electronic ordering is an initial step 
toward adapting other sophisticated equipment to in-store 
operations. Mini-computers and electronic cash registers are 
being tested by several of our larger stores and experiments 
are now underway on in-store computerized order control. 
Our broadening application of time-saving electronic 
equipment—co-ordinated with our central computer system 


and distribution facilities—will serve to bring inventory and 


customer even closer together, while increasing productivity 
at both ends of our distribution “‘pipeline.”’ 


182 mobile units added to truck fleet 
...road-mileage record set 


Canadian Tire’s tractor-trailer fleet was increased from 
269 to 451 mobile units over the year. From 55 to 60 per- 
cent of dealer merchandise is shipped via our own trucks— 
the remainder by contract trucker or railway ‘‘piggyback.”’ 

The fleet's normal field of operation (Ontario, Quebec 
and the American mid-west where some of our suppliers are 
located) was extended to the Maritime provinces during the 
railroad workers’ slowdown this summer. For the duration 


of the railways’ rolling-stock shortage, we diverted vehicles | 


to supply affected stores in the eastern seaboard market. A 
road record of 4.5 million miles was rolled up by year-end. 
Canadian Tire’s ability to provide emergency, trans- 
Canada shipping facilities at any time reveals the advantage 
gained in 1967 when we integrated hauling into our overall 
operations—enroute to a ‘total distribution’ concept. 
Cantire Products Limited was established in 1973 
to amalgamate three specialized manufacturing businesses 
which previously operated in conjunction with Canadian 
Tire Corporation, Limited. The new subsidiary will continue 
to supply remanufactured auto-electrical parts, carburetors, 
fuel pumps, water pumps and brake linings to our Associate 
Stores, their service centres and other automotive outlets. 
“Cantire’’—one of Canada’s major suppliers in its field— 
occupies a 63,000-square-foot facility at 35 Fieldway Road, 
Toronto, and an additional 32,000 square feet in two other 
buildings. With current shortages of raw materials, reclaim- 
ing industries have very encouraging prospects for the future. 
Our first foreign buying office was opened in Tokyo, 


Japan, as the year drew to a close. Operating as a branch of © 


our Purchasing Division, the company’s Far East Buying 
Office will cover the markets in Japan, China, Taiwan, Hong 
Kong and Singapore. This exposure in far-eastern areas will 
enable Canadian Tire to buy sporting goods, hardware and 
some automotive lines on an even more competitive basis. 


yet 
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Two-storey Woodstock (Ontario) store building conserves land for present parking or future expansion. 
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Our truck fleet now includes 451 mobile units. Trenton (Ontario) store was relocated on the lakefront. 


Vanier City store, near Ottawa, was one of 13 on-site expansion projects completed during the year. 
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Direct, on-line computer terminal in receiving area. 


Mississauga Centre's hi-rise storage and retrieval system re-orients Canadian Tire’ 


WITH THE OPENING of our Mississauga Distribution Centre 
in 1973, Canadian Tire added 11 million cubic feet of distribu- 
tion capacity to the 18 million represented by our Sheppard 
Avenue facility. The Mississauga building's automated, high- 
rise storage and retrieval system for pallet-load units has, in 
practice, reshaped our thinking in terms of usable space—from 
square to cubic footage. 

Whereas our Sheppard Avenue Distribution Conte en- 
compasses 18 million cubic feet over a base of 1 million square 
feet, Mississauga’s 11 million cubic feet represent only 240,000 
square feet of floor area—or 61 percent of the former facility's 
total cube capacity compared to only 24 percent of the floor 
area, Where operating efficiency is concerned, an automated 
high-rise storage and retrieval system is even more impressive— 
equalling the distribution capacity of conventionally-racked 
warehouses three to four times as large. 

in standard warehouses, 8-foot access aisles are generally 
required to service 8 feet of merchandise of any given height. 
Computer-controlled storage-retrieval machines, moving along 
the full 630-foot length of Mississauga Centre's 78-foot high 
racking, serve the equivalent merchandise through 4%4-foot 
aisles—only 6 inches wider than the pallet loads they handle— 
to reduce non-productive corridor space by 43 percent overall. 

A single operator, stationed at a computer console, is in 
complete control of up to 26,500 pallets of reserve stock in 
the high-bay area (see photo on page 1). Eight automated, rail- 
riding lifts transport the pallet-loaded stock to and from eight 
twin rows of steel racking that tower the equivalent of eight 
storeys in height. An adjoining ‘‘low-bay”’ wing, with a floor 
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Computer-controlled conveyor system. 


fy 


Stock “picking machine.” 


area of 147,000 square feet, provides facilities for receiving 
merchandise, filling dealers’ orders, shipping and administrative 
functions, Pushbutton-operated, remote-control Towveyors—of 
the type in use at Sheppard Avenue—and manually- operated 
stacker cranes complete the in-coming and out-going cycle. 

All merchandise entering the system is recorded by the 
computer as to product number, quantity and numerical sto- 
rage locatian. A mini-computer controls the subsequent move- 
ment of stock within the distribution complex and maintains 
an exact record of all transactions. A stock filler can replenish. 
his inventory by activating a digital device which causes the 
computer to locate a pallet of the requested product and auto- 
matically deliver it to his filling location. 

A separate computer system, at our 2180 Yonge Street 
Home Office, is connected to both distribution centres via 
telephone line and special terminals to provide Management 
Information Systems with a two-way, computerized feed of 
dealers’ orders and receiving and shipping data. 


SAVINGS IN SPACE and labour costs—a floor staff of 88 can 
process a total of 100 trailer loads in and out per two-shift day. 
—are the most obvious advantages of our Mississauga Centre, | 
the largest facility of its type in Canada and second largest in’ 
North America. Reductions in man-hour costs alone, when! 
related to a conventional-type warehouse of equal distribution | 
capacity, should enable Canadian Tire to amortize our incre 
mental investment in the highly-automated facility within two: 
years of the beginning of operations. 


<a 


Conveyor system in the low-bay filling area. 


concept of space 


The ancillary benefits of the automated, cubic storage 
principle are as many as they are varied—a sharp reduction in 
merchandise damage through mishandling, a‘‘first in, first out” 
stock-monitoring system to ensure rotation of merchandise, 
simplified invoicing and labeling procedures and a safer work- 
ing environment. All operations are controlled by computer- 
ized and electrically-controlled machinery, providing a more 
uniform work flow. 

The Mississauga Centre will essentially receive and ship 
merchandise destined for the dealer in complete carton lots, 
while the Sheppard Avenue facility will concentrate on split- 
package quantities and products which require special handling 
because of their physical characteristics. 

Our continually increasing distribution capacity require- 
ments, together with the complete utilization of land at the 
Sheppard Avenue location, resulted in the development of our 
second major distribution operation. The company’s own build- 
ing department was the prime contractor on the Mississauga 
project. The building was designed to permit the construction 
of additional modules with minimal interruption of on-going 
operations. By applying the cube storage concept, land use was 
dramatically reduced—only eight acres of the 90-acre site, near 
Toronto International Airport, are covered by the new distri- 
bution facility. 

In conceiving the Mississauga Centre, our engineers “held 
a mirror’ to Sheppard Avenue operations, building around the 
most Outstanding features to achieve a new high in Canadian 
Tire—and Canadian-—retail distribution facilities. 


High-rise reserve storage area (at right). 
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